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Editor’s Note 


The final test of the success of any urban redevelopment 
project lies in its ultimate development and use. This 
implies that a market actually exists for the uses intended 
and that cost and value considerations are realistically 
related to that market. In determining these factors 
methods of use and reuse appraisal and disposition become 


process. Mr. McCormack has been Director of the Land 
Branch of the Urban Renewal Administration since its 
inception in 1949. He came with the Federal Government 
from a private appraisal practice and mortgage loan busi- 
ness in Pasadena, California. From 1935 to 1943 he served 
in various capacities with the FHA, in Los Angeles and 
After 


of paramount importance which, if the project is to succeed, 
must be reflected in the physical design and construction. 
So the appraisal process is of considerably more than 
casual interest to the planner, architect and engineer con- 
cerned with urban land use, redevelopment and rebuilding. 

The article which follows was written for Urban Land 
by an appraiser who has been intimately involved in this 


Washington, including that of Valuation Supervisor. 
a tour of war duty in the Navy he became Director of the 
Appraisal Division of the Surplus Property Administration 
and the War Assets Administration. Few people have Mr. 
McCormack’s extensive background as a basis from which 
to view the growing importance of urban renewal in the 
context of the economics of reuse and valuation. 


The appraisal problem of identifying 
the most appropriate new uses for the 
sites being assembled and cleared for 
redevelopment by urban renewal proj- 
ects, as well as the problems involved 
in estimating the values of these sites, 
is becoming a mounting concern, not 
only to the appraisal profession, but 
also to the people who must use ap- 
praisals to guide their decisions on 
urban renewal programs. 


A Team Job 

One of the imperfectly solved prob- 
lems of planning and bringing about 
the redevelopment of urban renewal 
areas is the task of obtaining the best 
use of the special skills of appraisers, 
market analysts, land economists, plan- 
hers, engineers, architects, and last but 
perhaps most important, the real estate 
developers. 


The sequence in which these special- 
ized skills usually should appear in 
the undertaking of an urban renewal 
project is worth noting at the outset: 
first, the market analyst, land econo- 
mist, and appraiser; next the planner 
and engineer; then the appraiser again; 
and finally the redeveloper and his 
architect. 


Two Appraisals 


Note that the appraiser appears twice 
in this sequence. This is because ap- 
praisers may be engaged by the local 
public agencies responsible for urban 
renewal projects to make two different 
types of appraisals of the land that 
will be made available for  rede- 
velopment. 

The first appraisal is a land-utiliza- 
tion, marketability, and preliminary- 
valuation study. This study is made 


during the formative stage of planning 
the project. Its principal purpose is 
to provide guidance and advice to help 
the local public agency select the most 
appropriate boundaries for the project 
and choose the most suitable redevelop- 
ment uses for the land after it is 
cleared and prepared for redevelopment. 

The second type of appraisal is made 
after the urban renewal plan for the 
project has been prepared. Local public 
agencies use the appraisals made at this 
later stage in estimating the financial 
requirements of the undertaking and 
in evaluating the offers of redevelopers 
to purchase or land for redevel- 
opment. 

The problems of the appraisers who 
prepare these reports and some of the 
techniques that they can use to solve 
their problems are a valid concern, 

(Continued on Page 3) 
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Taxation Without Consideration 


For 


course 


Public values created by private improvements are often lost sight of. 


example, historic buildings or private spaces such as a golf 


preserve existing amenities, enhance surrounding values and inure to the public 


open 
benefit. It is illogical then to invite destruction of a public benefit by unen- 
lightened real estate tax and assessment policies. 

By reason of its sheer value as open space, a golf course creates value for 
the surrounding property. The presence of the golf course accrues to the 
surroundings, and not the reverse. If the golf course were to be assessed at 
a market value represented by the surrounding improved lots, it would be 
quickly taxed out of existence. Under this all too common practice, the golf 
course disappears and the values previously assignable to its presence disappear 
with it. 
golf course should be assessed for its value as a golf course and not for its 


A net loss to the community results. For real estate tax purposes the 


prospective value as house sites. 
The 
point here, is that assessors should begin to consider benefits from private 


Analogies between land use and land value could be carried further. 


developments which are spread to the community-at-large and which tend to 
reduce public administrative costs, or which substitute for a capital outlay on 


the community’s part. 


Shopping Center Parking 


Another aspect of the assessment problem arises with the provision of 
off-street parking space by the developer of a shopping center. Unlike the 
ordinary retail business building built on the property line of a dedicated public 
street, the shopping center’s off-street parking helps answer the community’s 
parking problem. 

The parking facility of a shopping center is produced at the developer’s 
expense, not the community’s, and is normally operated and managed by him 
without charge to the public. 
parking areas have maintenance costs which are not present in ordinary retail 


Thus shopping centers with their extensive 
buildings on dedicated streets. These costs include maintenance of parking, 
line striping of parking stalls, snow removal, gardening of landscaped areas, 
sweeping, policing and lighting. Ordinarily at a municipal parking facility 
such corresponding items would be borne by the community. Because parking 
areas in new shopping centers are strictly an overhead item for doing business 
and for enhancing the value of the stores, it is obviously illogical to apply the 
same square or front foot measurement of value to the land use for parking 
purposes that has traditionally been applied to land under buildings. 

Where an assessor values land used exclusively for parking purposes at the 
same rate as land used for business, parking areas at shopping centers bear an 
It is our opinion that the valuation for tax purposes 
While it is 
true that the parking areas contribute to the success of any single business in 
the center, it should be borne in mind that this is reflected in the higher taxable 
value of the land and structure occupied by the business as well as the business 
itself. 
producer, its valuation for tax purposes should be adjusted accordingly. 


J. R. McK. 


inequitable tax load. 
should refiect the restricted use to which the parking area is put. 


As the parking area of itself is neither an existing nor potential revenue 
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NEW TECHNICAL BULLETIN 


Number 32 in ULI’s series of Tech- 
nical Bulletins has been distributed 
to the membership. This new bulletin, 
“The Effects of Large Lot Size on Resi- 
dential Development,” was _ prepared 
as a cooperative study by The Com- 
monwealth of Massachusetts Depart- 
ment of Commerce and the Urban and 
Regional Studies Section of Massachu- 
setts Institute of Technology. 

The study analyzes the effect of lot 
size on lot development costs, on com- 
munity costs and income and on sub- 
urban development as affected by zon- 
ing. Even though the study is based 
on Massachusetts experience, it has 
universal application. Land developers 
and planning commissions should find 
the study helpful in evaluating lot size 
provisions in subdivision regulations 
and zoning ordinances. 
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COMMUNITY BUILDERS’ COUNCIL PLAN ANALYSIS SESSION AND FORUM 
HONOLULU, HAWAII, NOVEMBER 4-7, 1958 


The Fall meeting of the Community 
Council wili be held in Honolulu at the 
Village Hotel, November 4, 5, 6 and 7, 
nouncements have been mailed to all 


Builders’ 
Hawaiian 
1958. <An- 
Sustaining 


tely. This meeting will provide an opportunity for 
combining pleasure with business. A splendid pro- 


gram on both counts is being arranged. 


Members of the Institute. 


Other members who would like to attend should 
write the Urban Land Institute « 
change in their membership status. 

Tremendous residential and commercial develop- 
ment has taken place in the suburbs of Honolulu 


REUSE AND VALUE APPRAISAL 
IN URBAN RENEWAL 


(Continued from Page 1) 


not only to appraisers, but also to 
planners, market analysts, and archi- 
tects. In the first place, these related 
professions depend to some extent on 
the appraiser’s findings. But perhaps 
of greater interest is the fact that 
some of the techniques that seem to 
promise appraisers more accurate con- 
clusions, both as to land value and the 
best redevelopment uses, also can pro- 
vide planners and architects with 
practical and effective methods for 
improving the quality of their planning 
decisions and architectural designs. 


Planning and Appraisal Related 


The planning and appraisal of urban 
renewal areas are closely related tasks. 
The appraiser, who makes a land util- 


ization study and completes his ap- 
praisal before the urban renewal plan 
has been adopted, has the opportunity 
to render outstanding service to the 
community by providing sound guid- 
ance on the choice of boundaries for 
the project area and on the selection 
of the types of new uses to be per- 
mitted. The planners, on the other 
hand, provide the enduring amenities 
of good design and layout that benefit 
the community as a whole and ensure 
an adequate recovery from the resale 
of the cleared land. 

Urban renewal truly is an undertak- 
ing that requires a high degree of 
coordination of a number of special- 
ized skills. And it is important that 
everyone concerned with the prepara- 
tion of urban renewal plans recognize 
this. The very existence of a good 
market and_ satisfactory values for 
the land opened up for redevelopment 
by urban renewal projects depends in 
an important way on both the quality 
of the planning and the choice of the 
new uses to be specified for the area. 


Urban Land 


ffice regarding a 


the meeting. 


Marketability 

The ultimate achievement of the 
planning objectives for the clearance 
sections of urban renewal projects 
depends entirely on the ability of the 
cleared land to command the interest 
of potential redevelopers. No matter 
how desirable a proposed new use may 
seem from an esthetic or social view- 
point, the new use will never be 
realized if it does not meet the test 
of being a sound business proposition 
for a redeveloper. This does not mean 
that planning should be subordinated 
to appraisal analysis. But it does 
mean that good planning and a realistic 
choice of permitted uses are both pre- 
requisites to successful redevelopment. 
Good planning pays off in enhanced 
marketability and higher land values— 
a fact appreciated by most appraisers. 

Notwithstanding the general recogni- 
tion by appraisers of the value-creating 
effect of modern, enlightened planning, 
there seems to be a tendency on the 
part of some appraisers to place too 
much emphasis on the value of high in- 
tensity of use and too little on the 
amenities and durability of values 
created by good planning. This is a 
kind of biased thinking that appraisers 
must guard against. 

On the other hand, planners and 
architects also need to be vigilant 
against a different, but equally insidi- 
bias—that of concentrating on 
esthetic objectives without giving suffi- 
cient regard to the immensely practical 
problems of finding redevelopers and 
getting an adequate recovery from the 
sale of the land. 


ous 


Choice of Uses 

An appraiser who makes a _ land- 
utilization study or appraisal that will 
be used as a guide for planning a 
project will search for the best avail- 
able use or combination of uses for 
the project land. His conclusions as 
to the suitability and approximate value 


Special United Air Lines flights are scheduled for 
those who want to spend time in Honolulu before 
Details of the program as well as hotel 
and transportation reservation requests will be sent 
to regular members who inquire and who want to 
be eligible to participate in the Honolulu meeting. 


of the land for appropriate uses must 
be sufficiently definite to provide sound 
guidance for the preparation of the 
urban renewal plan. Generally the 
appraiser, at this stage, does not need 
to concern himself with the many pos- 
sible small variations in the use or 
uses that he finds suitable. But he does 
need to be quite precise as to some 
matters. For example, accurate esti- 
mates of the most appropriate amount 
of land to be allocated to each type of 
use may be essential for planning 
purposes. Such estimates become of 
critical importance when they are used 
to determine the amount of land to 
be made available for a neighborhood 
shopping use or the amount of land that 
can be absorbed within a reasonable 
time for a use for which the market 
is limited. 

The identification of the best avail- 
able use is, in essence, a valuation 
conclusion, the best use being the use 
or combination of uses for the project 
area that will produce the highest 
present value, for the land. Often 
the type and general character of the 
best redevelopment use for the land 
will be obvious. In other cases, the 
making of the choice may require the 
appraiser to estimate land values for 
different competing uses or for differ- 
ent variations of a use that has been 
identified tentatively only in general 
terms. 


Use and Value Inseparable 

The significant point is that land 
valuation and best-use identification 
are inseparable. The full identification 
of the best available use must be part 
of the valuation process; the identifica- 
tion cannot be a prerequisite to the use 
of the valuation method. 

This means that a valid valuation 
method must encompass both the valu- 
ation of the land and the identification 
of the best available use. 

The appraiser’s refinement of his 
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first tentative judgment as to the best 
becomes part of the process of 
estimating the value of the land. And 
this is as it should be, because the 
identification of the best use is in itself 
a valuation conclusion—a finding that 
no other utilization will produce a 
higher present value for the land. 

If an appraiser is to reach a plausible 
and valid judgment, when his problem 
is to estimate the value or best reuse 
for land in an urban renewal area, he 
must not only reason soundly and 
understand thoroughly what he is 
appraising, but he must use techniques 
that will enable him to sharply limit 
the margin of error in his conclusions. 

A valid theoretical basis for the valu- 
ation method is essential. But even 
sound theory will prove to be useless 
if the method of applying the theory 
produces erratic conclusions. It is this 
difficulty, perhaps more than any other 
deficiency, that has caused the land- 
residual capitalization method to fall 
into disrepute. 

For appraisals of urban land, par- 
ticularly the large and unusual sites 
that do not lend themselves to valua- 
tion by direct, overall comparison, the 
need is for techniques that are sound 
theoretically and that will enable the 
appraiser to confine the probable error 
of his final conclusion as to value to a 
narrow range. 

It has already been noted that the 
valuation of land and the identification 
of its best available future use are in- 
separable. The valuation techniques, 
therefore, must not presuppose a deter- 
mination of best use. 


use 


Appraisal Technique 

A good beginning point for the devel- 
opment of any appraisal procedure is 
the principle of substitution, a prin- 
ciple that occupies a prominent place 
in appraisal theory and practice. 

The practical application of the sub- 
stitution principle to the problem of 
appraising urban land can be stated, 
in simple terms, this way: A _ well- 
informed potential buyer will consider 
all alternatives to buying the site that 
are available to him, and he will deter- 
mine the maximum price that he will 
pay for the land by comparing its 
desirability, advantages, disadvantages, 
and future prospects with each alter- 
native. 

For an appraisal of land, the ap- 
praiser can generally assume, without 
departing from this principle, that a 
buyer will limit his consideration of 
alternatives to other sites that are 
available to him and that are suitable 
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or adaptable for the buyer’s proposed 
use, 


The Buyer's Choice 


If the appraiser is to derive realistic 
estimates of value, he must do what 
an intelligent and informed buyer 
would do, namely, compare the alter- 
native sites with the land being ap- 
praised and determine their relative 
desirability, advantages, disadvantages, 
and future prospects. 

These basic valuation principles de- 
scribe what real buyers actually do. 
They recognize that well informed 
buyers are aware of the existence of 
competing properties and actually do 
compare their respective prices, ad- 
vantages, and _ disadvantages. The 
appraiser, therefore, identifies other 
properties that could be used, or that 
recently were purchased, for the same 
or substantially the same purpose. 

If the land being appraised is a small 
or medium-size parcel, the appraiser 
probably will find other existing sites 
that could be bought and that would 
be suitable alternatives for the pur- 
chase of the land being appraised. If 
the alternatives that would be satis- 
factory substitutes are available in rea- 
sonable number and if data as to recent 
sales of similar properties are avail- 
able, the appraisal may be handled by 
making a single estimate of the market 
price that would have to be paid for 
an equivalent site. This is the market- 
comparison technique in its simplest, 
and also its most usual, form. 


Comparison 


Appraisals of urban land, particu- 


larly in urban renewal areas, often 
require the comparing of properties that 
differ greatly in both their character- 
istics and their values. There is no way 
to avoid this. But the sites to be com- 
pared with the land being appraised— 
if they are to be suitable alternatives 
for the potential buyer—should have 
one important characteristic in com- 
mon: Each comparable site should be 
suitable or adaptable for substantially 
the same use as the land being ap- 
praised, and such use should represent 
the best use for both sites. It the sites 
used for comparison can meet this test 
of being competitive, they are called 
“comparable.” 

The problem now is to select tech- 
niques that will help the appraiser 
compare properties that are not suffi- 
ciently similar for reliable overall com- 
parison and that are comparable only 
because they are suitable for substan- 
tially the same use. The comparable 


land may be quite different in many 
respects—and when appraising urban 
renewal sites, the “comparables” often 
differ in enough important ways from 
the land being appraised to make direct, 
overall comparison impractical and un- 
reliable. Although the comparisons 
often will be difficult, the task is by 
no means impossible if refined, error- 
restricting techniques are employed. 

When the land being appraised and 
an alternative site are comparable but 
have many unlike characteristics, the 
best measurement of the superiority 
or inferiority of one over the other 
is not an overall judgment, but rather 
separate comparisons of each character- 
istic and attribute in which the sites 
differ. 

The appraiser therefore does not try 
to estimate the value of the site that he 
is appraising by making an overall 
judgment of the difference between the 
values of the site that he is appraising 
and an alternative site. Instead, he 
analyzes and compares the physical, 
environmental, and legal characteristics 
of the two sites, feature by feature. 
This process enables him to identify 
the ways in which the sites are alike 
or similar, and it enables him better 
to comprehend every significant differ- 
ence in their characteristics. 


Differences in Sites 


In a typical slum clearance project, 
the sites to be appraised may be un- 
usual in many respects—sometimes it 
seems that it would be fairer to say 
that they will be unique. The sites 
may differ in several very important 
ways from most or perhaps all other 
sites with which they must compete. 
The location may be close to the central 
business district. The sites may be 
very large—much larger than other 
vacant sites at similar locations. Close- 
in location and sizeable land area usu- 
ally don’t go together. And there will 
be other characteristics, both favorable 
and unfavorable, in strange and un- 
familiar combinations. 

The problem of the appraiser is to 
evaluate the influence of each of these 
characteristics of the site. This is not 
an easy task, but it must be done. 

Consider, for example, a site on the 
edge of a central business district that 
appears to be suitable for a large apart- 
ment development. It possesses the 
great advantage of convenience of loca- 
tion when compared with most compet- 
ing apartment sites, but its external 
environment probably lacks the new- 
ness of surroundings and the residen- 
tial character of the competing loca- 
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tions. How will these features, in com- 
mon with other characteristics of the 
location, affect the demand for apart- 
ments? How will they affect the rents 
that can be obtained? These are the 
kinds of questions that the appraiser 
must answer correctly, if he is to 
reach plausible conclusions as to the 
suitability and value of the land for 
such use. 

When an appraiser tries to answer 
questions of this type, he often finds 
that he can’t rely too heavily on his 
general background experience. First 
impressions are too likely to be mis- 
leading. He must investigate and 
analyze the situation fully. And he 
must exercise particular care to avoid 
a common tendency of appraisers, when 
confronted with unfamiliar combina- 
tions of site characteristics, to give too 
much weight to the deficiencies of the 
location and too little to its outstanding 
advantages. 


Competitive Sites 

The comparison of a site being ap- 
praised with competitive sites, feature 
by feature, highlights all the significant 
differences in their characteristics that 
may affect their relative utility and 
value. 

The differences in the characteristics 
of the site being appraised and a com- 
parable site may affect the relative 
values of the sites in several ways. 
Some differences may affect the cost 
of improving the sites in their highest 
and best use. Others may affect the 
benefits or net income derivable from 
the properties when developed for their 
best use. And some differences may 
affect the relative value of the sites 
directly in some tangible or intangible 
way. 

If the sites being compared are ap- 
proximately the same size. the most 
suitable basis for comparing the devel- 
opment:costs and the income-producing 
capacities of the developed properties 
may be direct comparisons of the entire 
properties with respect to each feature 
where they differ. lf, on the other 
hand, the sites differ substantially in 
size, the difference in the size of the 
sites then becomes one of the important 
characteristics that must be evaluated. 
Although it would be possible, in such 
cases, to compare one entire property 
directly with the other, it usually would 
be cumbersome to do so. And it would 
impair the accuracy of the appraiser’s 
conclusions. It is much more convenient 
to make the comparisons on the basis 
of one or more units of measure that 
are common to both properties. Thus, 


Urban Land 


differences in the development costs 
and in the income-producing capacities 
of the properties can be estimated as 
amounts per square foot of land, per 
building, per square foot of building 
space, or other convenient unit. 


Advantages and Deficiencies 


Each deficiency or advantage of the 
site being appraised, when compared 
with an alternative comparable prop- 
erty, may be expected to appear in one 
or more of these ways: (1) as a lump- 
sum difference in land value, (2) as a 
lump-sum difference in the costs of 
developing the two sites, and (3) as 
a difference in the annual values of 
the developed properties. A difference 


in annual value is a difference in net 
earning power due to a difference in 
the benefits or rentals or in the annual 
expense of the ownership, operation, 
developed 


or maintenance of the 
properties. 

It is usually fairly easy to identify 
the important ways in which an alter- 
native site is superior or inferior to 
the land being appraised. And it is not 
too difficult a task to estimate the lump- 
sum differences in the costs of develop- 
ing the properties and differences in the 
annual values of the developed sites. 
The remaining problem is to convert 
such differentials into differences in 
land value. 

Before considering the factors in- 
volved in handling each of these types 
of differentials, it seems worth while 
to recall again that the differences in 
development costs and annual values, 
as well as the differences in land value, 
may be estimated in whatever units 
seem most convenient for the appraiser. 
The same unit need not be used for 
all measurements. For example, the 
differentials, both lump-sum and annual 
value, for apartment sites could appear 
as differences per square foot of land, 
per building, and per dwelling unit, 
depending on the nature of the differ- 
ence being measured. The appraiser 
should use units that enable him to 
reduce both properties to a common 
denominator. It makes the estimating 
task much easier. And it improves the 
accuracy of the valuations. 


Differential Values 


The first type of differential was 
identified previously as lump-sum dif- 
ferences in land value. This is the 
familiar- market-comparison method, 
where differences in site characteristics 
are converted directly to a difference 
or differences in land value. In the 


process now being considered, such 
differentials are limited to the differ- 
ences in land value that can be meas- 
ured directly Specifically excluded, 
for reasons that will be explained later, 
are all estimated differences between 
the costs of improving the properties. 

Differences in land characteristics 
that may be estimated directly—that 
is, without converting some other esti- 
mate to a difference in land value—do 
not appear to be too common. Dif- 
ferences in land value that might be 
estimated directly would include such 
items as differences in outstanding spe- 
cial assessments, differences in value 
attributable to pride of ownership, and 
differences in the types and amounts 
of financing available for the develop- 
ment of the sites being compared. These 
differences, like others, may be meas- 
ured in some convenient unit. These 
examples are merely indicative of the 
types of differences in land character- 
istics that could be measured as lump- 
sum differences in land value. Because 
the differentials falling in this category 
do not require the use of conversion 
factors, this is a convenient place for 
the: appraiser to note any difference 
in property characteristics that he be- 
lieves he can estimate directly as a 
difference in site value. 


Development Costs 


The next category of differentials are 
lump-sum differences in development 
costs—that is, the cost of improving 
the land to its highest and best use. 
Some of the differentials appearing in 
this category may relate to property 
characteristics that an appraiser might 
ordinarily consider to be strictly land 
items—for example, the cost of fill and 
the cost of demolishing existing im- 
provements on a site to make way for 
the new construction. Differences in 
the characteristics of the sites that ap- 
pear as differences in development costs 
also will include such other items as 
differences in foundation costs, piling 
costs, site-preparation costs, and the 
costs to a developer for both on-site 
and off-site utilities and facilities. Any 
differences in construction costs at the 
two sites due to differences in the 
building-design requirements of the 
sites, variations between building-code 
requirements at the two locations, dif- 
ferences in the cost of labor or ma- 
terials, or other causes would be ac- 
counted for here. 

All differences in the costs of devel- 
oping the land at the two sites at first 
might appear to be differentials that 
could be considered to represent differ- 
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ences in land value, without much fur- 
ther analysis. But this is not the case. 
Before converting a difference in devel- 
opment costs to a difference in land 
value, the appraiser will want to con- 
sider a number of factors: (1) the risk 
of an overrun of the estimated addi- 
tional cost, (2) any additional risk, such 
as subsidence, that a developer may 
have to assume because of the existence 
of the condition, and (3) the effect of 
income tax considerations. 


Taxes 


would be desirable to 
pause here long enough to note an 
interesting effect of income taxes. 
Some differences in development costs, 
for income tax purposes, will be treated 
as investment in land. Other differ- 
ences in cost may be capitalized by the 
developer as improvements and depre- 
ciated at the accelerated rates permitted 
for new construction by the Internal 
Revenue Act of 1954. To the tax- 
conscious developer, it makes a lot of 
difference. A $100,000 extra cost for 
piling, other things being equal, is a 
more attractive investment than an 
investment of the same amount in land. 
If such tax matters are considered by 
prudent buyers who constitute the 
market for the land, they are 
proper elements for consideration by 
the appraiser. 

Some differences that affect the val- 
ues of the sites being compared will 
appear as differences in their annual 
values. These are the differences in 
the net-income producing capacities of 
the developed properties. For example, 
the appraiser would estimate any differ- 
ences in rent levels at the two locations 
for equivalent accommodations and any 
anticipated variations in occupancy and 
rental losses. In a similar way, the 
appraiser would examine real estate 
taxes, each item of operating and main- 
tenance expense, and every other item 
that enters into the expense estimates 
for the two properties. 

Because the comparisons generally 
will be made on the assumption of 
identical or substantially equivalent de- 
velopments on the two sites being com- 
pared, it is a fairly easy task to make 
these estimates and to make them very 
accurately. For some, if not most, of 
the items of income and expense, the 
appraiser probably will find that differ- 
ences would not exist. As a conse- 
quence, he would not need to make any 
estimates for such items. This is a 
welcome by-product of this method for 
any busy appraiser. 


Perhaps it 


also 
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Income and Expense 

In order to refine his judgments as 
to the effect on land value of the esti- 
mated differences in annual income and 
expense, the appraiser estimates not 
only the initial amounts of the differen- 
tials but also whether the initial spreads 
in each rental or expense item will per- 
sist in or increase or with 
the passage of time. 

When the anticipated future differ- 
ences in the annual values of the two 
sites have been estimated, the next 
step is to convert each of these differ- 
entials to a difference in the capital 
values of the sites being compared. 
This line of thinking, like the land- 
residual-income capitalization method, 
relates value to earning power. But 
there are major differences in the way 
the items of income and expense are 
treated under the two methods. And 
these differences produce a spectacular 
improvement in the reliability of the 
appraiser’s valuation conclusions. 

An analysis of the probability of error 
arising out of these comparison meth- 
ods affords an agreeable contrast with 
the numerous sources and magnitude 
of errors in valuations derived by 
the land-residual-income capitalization 
method. The danger of error is very 
sharply reduced, because the estimating 
process eliminates the largest variables 
entirely and confines the estimating 
requirements solely to any differences 
that affect value. 


decrease 


Development Costs 

The appraiser does not need to make 
an accurate estimate of the cost of 
developing the hypothetical best im- 
provement for either site. In fact, he 
usually doesn’t make such an estimate 
at all. But if he does, the estimate is 
used only as the basis for making 
estimates of the relative at the 
two locations. What the appraiser 
seeks are differences in costs—all dif- 
ferences between the development costs 
at the sites being compared. 

Since the appraiser’s estimates of 
development can be limited to 
estimates of the differences in such 
the chances are that the entire 
amount of the difference in costs (ex- 
pressed in some convenient unit) will 
be less than the probable error of a 
carefully made estimate of the total 
unit development cost of either prop- 
erty. The effect on the accuracy of the 
valuation is clear. 


costs 


costs 


costs, 


Rental and Vacancy Differentials 
The preparation of a rent schedule 
also can be side-stepped. The appraiser 


needs to know only the superiority or 
inferiority of the site he is appraising, 
when compared with the alternative 
site, in terms of a difference in rental 
expectancy. This is easier to estimate, 
and the estimate can be very accurate. 
Furthermore, the task of estimating a 
differential in the rental value, instead 
of the full amount, eliminates all ques- 
tions as to whether the gross rent 
should be estimated at the going market 
rental or as a stabilized rent or on 
some other basis. Being interested 
only in differences, the appraiser is 
not particularly concerned about the 
basis for the estimate of total rent. 

Likewise, allowances for vacancies, 
rental losses, and turnover rates can be 
considered on a comparative basis. No 
longer does the appraiser need to ra- 
tionalize a 10 per cent or 7 per cent 
vacancy allowance in the face of a 
long history in the community of near- 
100 per cent occupancy. Whatever figure 
he uses becomes of negligible import- 
ance, because it applies, not to the 
total rent roll, but only to the esti- 
mated differential in the rental sched- 
ules for the two properties. 


Operating Costs 

When the appraiser considers the 
operating and maintenance expenses 
for the properties being compared, his 
problems are simplified in a_ similar 
way. He can assume equivalent man- 
agement for both properties, and this 
eliminates a _ troublesome problem. 
Usually he doesn’t need to make an 
accurate estimate of the total amount 
of any expense item. His concern, as 
before, pertains only to differences in 
expenses if, in fact, differences should 
be expected. If heating cost, taxes, 
maintenance expense, or any other 
expense item is expected to differ, the 
difference is estimated carefully. If, 
for any expense item, there is no 
reason to expect a difference, the item 
can be conveniently ignored in the 
valuation process. This welcome result 
lightens the appraiser's burden con- 
siderably. But what is very much 
more important, it significantly reduces 
the chances for errors. 


The Differential Method 

The measuring and analyzing of 
differentials, rather than absolute 
amounts, are well understood scientific 
techniques that have improved the 
accuracy of research and analysis in 
many fields. Such techniques have a 
very appropriate place in the field of 
real estate appraising. Appraisers 
should not be willing to tolerate the 
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burdensome and unscientific methods 
that they have been using, when some- 
thing much better—and much easier 
to use—is readily available. 

The techniques, that have been out- 
lined here, grow logically out of what 
is believed to be a correct application 
of the substitution principle to the prob- 
lem of appraising urban land. The 
methods are easy to use, and they take 
advantage of modern analytical pro- 
cedures to reduce the chances of error 
substantially. 

Limited experience in using annual- 
value differences in appraising indus- 
trial properties, as well as vacant land, 
seems to indicate that the appropriate 
capitalization rate to apply to differ- 
ences in annual values is higher than 
the capitalization rates that appraisers 
typically use in their land-residual 
capitalization analyses. 

In searching for an explanation, sev- 
eral factors have been noted that may 
account for the result. 

In the first place, the annual-value 
differentials normally represent return 
on land. Because the depreciation al- 
lowances for the developed properties, 
for income tax purposes. remain un- 
changed, the estimated differences in 
net income will always represent ordi- 
nary income for income tax purposes, 
with no offset for depreciation. 

Or perhaps the relatively high cap- 
italization rate or low conversion factor 
merely reflects the fact that the best 
land for a particular use often sells too 
cheaply and the inferior brings too 
much. 

Or could there be any possible chance 
that appraisers may have been mistaken 
in believing that the capitalization rate 
for income attributable to land should 
be the same as or lower than the rate 
applied to income attributable to the 
improvements? 

3ecause value-differential techniques 
are tied closely to the real estate market 
and because they do measure relation- 
ships accurately, it seems likely that 
a more extensive use of this method 
could help us answer such questions. 

The main advantages and disadvan- 
tages of these techniques, as a valuation 
method, have turned up in this dis- 
cussion already. But one of their most 
interesting and promising applications 
lies in their use as a means of develop- 
ing the detailed characteristics of the 
best use and development for a site. 
This is an application of the techniques 
that should appeal to planners and 
architects, as well as to appraisers. 


Urban Land 


Application 


By estimating development-cost dif- 
ferentials for possible variations in the 
plans for the development of a site and 
by comparing such differentials with 
estimates of the annual-value differen- 
tials thereby produced in the income 
and expense estimates, an appraiser 
can ascertain with considerable accu- 
racy the desirability of any possible 
change in a _ proposed development 
program. 

Consider, for example, the problem 
of determining the best proportion of 
apartment units of different sizes. In 
a recent case, an appraiser estimated 
the obtainable rentals in a proposed 
apartment development to be $90 per 
month for efficiency apartments and 
$125 for one-bedroom apartments. The 
proportion of efficiency units had been 
increased substantially from an earlier 
plan for the development, “because 
there appeared to be a broader demand 
at the lower rent level.” 

Inquiry developed these facts: The 
estimated rental differential of $35 per 
month was a good estimate. It was 
confirmed by another appraisal and by 
the developer’s own opinion. The cap- 
ital cost of the one-bedroom apartment 
would be $1,200 more than the cost of 
the efficiency apartment, including al- 
lowance for the greater land require- 
ment for the building 
occupied by a one-bedroom unit. 
the gross rental rate would be 
After allowance for 
the gross rental expectancy would be 
greater by $380 per year—the $35 per 
month rent differential, a rental- 
loss allowance of nearly 10 per cent. 
The difference in operating expense and 
real estate taxes for the two types of 
units was carefully estimated and found 
to be $60 per per apartment, 
leaving a net differential for 
the initial years of operation of about 
$320 per year. 

The additional net income from the 
one-bedroom type of unit would, there- 
fore, pay out the additional capital cost 
of $1,200 in slightly less than four years. 
The 
one-bedroom unit would be the better 
investment. And if necessary the rental 
rate for a one-bedroom apartment 
could be cut well below the estimated 
rental value, before that type of unit 
would become less profitable than the 
apartment. The change in 
the plans, to provide more efficiency 
units, clearly represented a_ serious 
mistake. 


larger space 


But 
$420 


more. vacancy, 


less 


year 
income 


The conclusion was inescapable: 


efficiency 


In a similar way, an appraiser can 
evaluate any possible variation in a 
development program. The increase or 
decrease in the capital cost due to the 
variation in the plan is merely com- 
pared with the resulting change in the 
income and expense estimates. 

These methods are not difficult to 
use. Once an appraiser gets the knack 
of using the techniques and interpeting 
the results, he will find himself using 
the methods to supplement his overall 
judgments in the more routine types of 
appraisal assignments. He will also 
find the methods particularly useful in 
analyzing proposed developments to 
determine whether or not the planned 
development is, in fact, the highest 
and best use for the site. 

Perhaps the most appealing of the 
advantages of these methods is that 
they afford an appraiser the oppor- 
tunity to furnish his client an appraisal 
report that he can comprehend fully. 
The client will grasp the significance 
of every step in the analysis. The 
method follows his way of thinking. In 
fact, it is merely a refinement of the 
reasoning of the well informed buyer. 


Conclusion 
This 


lems 


discussion of appraisal prob- 
and valuation techniques for 
urban land has been as much concerned 
with raising new questions regarding 
valuation concepts and methods as with 
answering old questions. And this is 
perhaps as it should be. One thing at 
least can be said with some certainty: 
The techniques do have a number of 
promising performance characteristics 
that afford appraisers the opportunity 
to free themselves from many of the 
limitations and burdens that have here- 
tofore hampered appraisals of 
land. 


urban 


ULI MEMBERSHIP 
Institute services and publica- 
tions are available as follows: $10 


per year subscription for students 


and libraries; $25 membership for 


corporations, associations, public 


agencies, and their representa- 


tives; $100 Sustaining membership 
with 


Community Builders’ or 


Industrial Council affiliation. 
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SOUTH AMERICAN SUMMARIES 


by 


L. E. Fite, Member, Executive Group 
Community Builders’ Council, ULI 


Editor’s Note 


Current building activities among our good neigh- 
bors in South America are not as well known in this 
country, generally, as are some of the recent political 
happenings. 

Last winter Mr. and Mrs. Lewis E. Fite of San 
Antonio completed a two months tour which took 
them to ten South American countries. Mr. Fite 
as head of his own construction company has cen- 


tered his interests on residential developments, 
apartments and shopping centers. He also has served 
his home city as member of its Planning Commission 
and Board of Education. He is also Past District 
Governor of Rotary International. With these busi- 


ness and civic affiliations, Mr. Fite made observations 
about South American cities which help us know 
more about our neighbors’ economy and culture. 


I was surprised at the size of most 
cities where we made our major stops 
. their population claims: 


Panama City, capital of Panama, 
183,000 . . . Colon, Panama, 50,000 
‘ Bogota, capital of Columbia, 
1,000,000 .. . Quito, capital of Ecua- 
dor, 250,000 Lima, capital of 
Peru, 1,000,000 Cuzco, Peru, 
80,000 . . . La Paz, capital of Bo- 
livia, 400,000 . . . Santiago, capital 
of Chile, 2,000,000 . . . Valparaiso, 
Chile, 100,000 . Vina Del Mar, 
Chile, 50,000 Buenos Aires, 
capital of Argentina, 5,000,000 ... 
Montevideo, capital of Uruguay, 
1,000,000 . . . Sao Paulo, Brazil, 
3,500,000 ... Rio de Janeiro, capital 
of Brazil, 2.500.000 Santos, 
Brazil, 500,000 Petropolis, 
Brazil, 50,000 . . . Caracas, capital 
of Venezuela, 700,000. 


Arcades 


The older sections of every city we 
visited showed the influence in their 
architecture of the close ties with 
Europe which have existed through the 
centuries. Particularly prevalent was 
Spanish Colonial in the business areas, 
with sidewalks recessed under an upper 
floor supported by arched colonnades. 
In most instances the colonnades are 
both practical and beautiful. Another 
interesting feature is the interior ar- 
cade. We saw many large buildings 
with the ground floor criss-crossed by 
arcades. In many instances the pedes- 
trian ways were 20 feet or more in 
width and paved with mosaic tile. The 
shops were generally small, specializing 
in one line of merchandise, but very 
smart. In the length of an arcade a 
wide variety of products was available. 
The arcades seem to be very popular 
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with shoppers. As these cities do not 
have as many large department stores 
as we do, I think this contributes to 
the popularity and success of the arcade 
shop. 


Skyscrapers and Streets 


The skyscraper, as we know it, is 
gradually spreading into these coun- 
tries. Projecting up like toadstools, 
they break the otherwise architectural 
harmony of the block. Skyscrapers 
probably add to the efficiency of ground 
use in high priced areas, but they 
undoubtedly add to the problem of 
traffic congestion. 

In the older sections of many of the 
cities the streets are narrow and 


New Skyscrapers in South America 


crooked, laid out, undoubtedly, as lanes 
for pack animals. Then a somewhat 
better street was designed to meet the 
needs of the horse and buggy age. But 
they are entirely inadequate for the 
demands of this motorized age. There 


are some beautiful, modern boulevards 
that would do credit to any city—but 
they are the exception. 


Apartments 


The great majority of multi-storied 
structures being built in the cities of 
South America are apartments. In the 
west or Pacific coastal areas, because 
of the prevalence of earthquakes, build- 
ings are limited to 12 or 14 stories and 
require heavy steel reinforcing. On the 
east coast there are no earthquakes and 
there is no limit on height. We saw 
apartments up to 42 stories high. Most 
of the apartments are over 12 stories 
and are generally located near the 
central business area. This cuts the 
load on public transportation, and it 
should be remembered that South 
American countries do not have a 
fraction of the privately owned cars 
that we have in this country. 

In many cities, apartments are being 
sponsored by governments in an effort 
to correct slum conditions. In others 
they are being financed from social 
security funds and are available at low 
rentals to those workers participating 
in social security programs. A great 
many are “Cooperatives” where the 
individual apartments are sold to the 
occupants. In the case of most ‘“Co- 
operatives,” the ground floor is devel- 
oped into service shops and _ stores. 
They do an excellent job of designing 
and decorating these shops which seem 
to be well accepted—even demanded 
as a matter of convenience. 

In most instances the apartments are 
quite attractive. Private outside bal- 
conies are attached to each apartment. 
Strong sunlight is deflected from the 
windows by a series of outside, per- 
pendicular panels, projecting three to 
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four feet beyond the walls and extend- 
ing from the second to the top floor. 
An astonishing amount of color is used 
on the exterior to break the usual 
drabness associated with multi-storied 
buildings. On the less expensive ones, 
this is accomplished by the use of 
paint (sometimes the results are ter- 
rible!). In most instances colored tile 
is used on the more expensive ones, 
generally in soft pastel shades with 
effective and pleasing results. 

Our architects would do well to take 
a trip through South America, par- 
ticularly to that amazing industrial city 
of Sao Paulo, Brazil, claiming 3,500,000 
population. The city is truly worth 
seeing and studying. From the roof 
of Hotel Jaragua, 23 floors above the 
street, we counted 32 buildings under 
construction, all of them 15 stories or 
more. One great apartment building 
only three blocks from the hotel, cov- 
ering half of a very long block, is to 
be 35 stories. On the average, they 
were the most attractive buildings of 
the skyscaper type that I have seen 
anywhere. Their architects must have 
complete freedom of design. Building 
costs are not nearly as high as are ours. 
Where we must be governed in the 
most part by functional values, they 
evidently give equal thought to aes- 
thetic values. I had the privilege of 
going through several of these apart- 
ments in different price ranges. There 
were not as many gadgets as are com- 
monly found in ours, but they were 
efficient and attractive. 


Subdivisions 

Two of the most attractive new resi- 
dential subdivisions we saw were in 
Bogota, Columbia, and Montevideo, 
Uruguay. In each case, all utilities had 
been installed, roadways paved, side- 
walks laid, trees planted in the park- 
ways and streets well lighted. Both 
the sites and the homes were expensive 
in relation to their economy—many of 
the homes were valued up to $50,000 
in our money—which means that only 
the top strata of their society could 
afford them. Subdivisions for popular 
priced, single family, detached resi- 
dences seemed to be practically non- 
existent. On the average, they don’t 
have the great middle class that we 
have. 


Shopping Centers 


I saw only two neighborhood shop- 


ping centers. They are both owned by 
the same interests with some Ameri- 
can capital involved. They are 
“Todos” (everything) in Lima, Peru, 


Urban Land 


and “Todos” in Caracas, Venezuela. 
Neither of them seemed to be as well 
patronized as we would expect them 
to be in this country. But the manage- 
ment told me that they were gradually 
gaining in poularity and that his group 
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Typical of High Rise Apartments 
in South American Cities 


would be interested in the operation 
of others if capital were available for 
construction. 

“Todos” in Lima has been completed 
about a year. It has about 70,000 square 
feet of floor space and is said to have 
cost about $750,000. The principal store 
was a supermarket of perhaps 10,000 
square feet. From a small central mall, 
there was a stairway leading to a sec- 
ond floor of perhaps 14,000 square feet 
that had been occupied but was vacant. 
Parking was provided for 350 cars. Not 
all of the space was being used. They 
simply don’t have the high ratio of 
cars and still depend to a great extent 
on the “corner grocery.” This center 
is immediately across the street from 
Sears’ big store. One of Sears’ men 
told me that they, too, were gaining in 
volume. Both of these stores are near 
the airport, in a growing area, several 
miles from the central business district. 


Education 
I had interesting visits with 
teachers from the primary level 
through college. I found that the 
teaching of English is required in most 
of the countries; starting time varies 
from the first to the fourth grades. We 
saw few rural schools, but considerable 
new school construction in the cities. 
In Panama is a very large 3-story, new 
building housing a school devoted en- 
tirely to teaching domestic science to 
girls. About a mile from the little 
village of Pisac, Peru, we saw a school 


many 


plant of three 2-story buildings and 
were much interested to read a sign 
on one corner of the campus that ex- 
plained that this school was sponsored 
jointly by the Governments of the 
“United States of North America” and 
Peru. In the upper brackets, prac- 
tically everybody seems to. speak 
English. One could travel in all of 
these countries without having any 
knowledge of Spanish or Portuguese 
(which is spoken in Brazil). 

In Bogota, I met Dr. Jose Maria 
Chavis, who has the chair of Romance 
Lanuages in the University of Colombia 
in Bogota. At the Rotary Club meeting, 
he explained a reform he was propos- 
ing for the curriculum of their colleges. 
He suggested that they were turning 
out entirely too many doctors and law- 
yers in proportion to their total number 
of graduate students. In order to obtain 
a better balance in education, he said 
they must point out the opportunities 
in engineering and other professions. 

In La Paz, Bolivia, we met several 
fine young men working under our 
“Point Four Program,” which is a long- 
range program designed to show these 
countries how to help themselves. 
These were clean-cut fellows of whom 
we can be very proud. They are ex- 
cellent “ambassadors of good will,” 
working in an area where we need 
to cultivate a better feeling towards us, 
though we were treated with complete 
courtesy during a week of visiting 
there. The “Instituto Americano,” a 
1,400-student school operated by the 
Methodist Church in La Paz, is doing 
a grand job. We were told that the 
present President of Bolivia was a 
graduate of this school. This group 
also operates a large hospital and 
nurses’ school. 


Brazil 


In Sao Paulo, we visited 
Ford plant which is receiving a 
$30,000,000 addition. The general man- 
ager commented on the opportunities 
for investment in his country. He 
brought out the point that. unlike 
many South American countries, Brazil 
does not effect a change of government 
through periodic revolutions and has 
never had a case of expropriation of 
foreign-owned property or investments. 

Brazil is building an entirely new 
capital city, said to be one thousand 
miles inland from Rio de Janeiro. We 
did not see it, but understand that it 
now has neither a railroad nor a paved 
highway connection with Rio or other 
important cities, and that material for 
construction is being trucked in over 


the big 
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unpaved roads. The government theory 
is that this new city will bring about 
the rapid development of many mil- 
lions of farming, ranching 
and mineral lands that are now prac- 
tically dormant. Comments that I heard 
on the merits of the project were 
decidedly mixed. Some thought it 
wonderful and others thought it was 
purely political and a waste of money 
that the country could ill afford at this 
time. To the outsider, it would seem 
that one of their greatest needs as a 
step toward the development of their 
vast natural resources is paved roads. 
I was told that Brazil, with a land area 
slightly greater than that of the United 
States and a population of 62,000,000, 
has no more than 5,000 miles of paved 
highways 
comparison, Texas with a population of 
9,000,000 has 53,000 
miles of paved highways lying outside 


acres of 


outside of her cities. In 


something over 


of her cities. 


Venezuela 
In Caracas, Venezuela, we found 
some very interesting things: The 


country is one of the world’s richest, 
per capita. It has no bonded indebted- 
Its money, the “Bolivar,” brings 
a premium over our own. Everything 
is extremely expensive. In the past 
15 years, Caracas is said to have grown 
from a population of 150,000 to 700,000. 
The oil industry 


ness. 


furnishes the main- 


spring for their activity and _ great 
wealth. But they are said to have 
mountains of iron and other ores which 
they are moving to develop. If their 
government becomes _ stable, they 
should experience much greater growth 
and progress. The only resentment 
I found in Caracas was a feeling that 
we should not have been quite so 
friendly and hospitable to some of 
their recent political refugees. 


Some Random Comments 


Business and professional men are 
generally not too happy with the politi- 
cal set-up in the majority of these 
countries. There is too much tendency 
to graft and change “the rules of the 
game.” A man engaged in important 
construction told me that many big 
jobs are awarded to relatives of office- 
holders—then subsequently sublet to 
real contractors at a greatly reduced 


figure. 

So that the lower strata of their 
society may aspire to a better way 
of life and thereby become better 


consumers and more productive from 


their respective labors, most South 
American countries have a terrific 
educational problem ahead of them. 


When an observant visitor has spent 
a few months in a serious effort to see 
something of Europe, he is apt to leave 
feeling that he has seen countries that 
have been pretty well exploited inso- 
far as natural resources are concerned. 


When that same visitor leaves South 
America, I believe he would have a 
feeling that he had seen a great conti- 
nent, wealthy in natural resources, 
with only a fraction of it developed. 

In conclusion: On this trip we were 
dinner guests in many homes. We 
went through industrial areas and col- 
lege campuses, including the University 
of San Marcos in Lima and the very 
elaborate new campus of the University 
of Caracas, Venezuela. We were 
treated with every courtesy in every 
instance. I can’t help but believe that 
the regrettable treatment of Vice- 
President Nixon was the work of a 
small minority group. I admit that it 
should have been prevented. But I 
hope that the action of a small irre- 
sponsible group will not be charged 
against the whole citizenry of South 
America. I met and visited with 
dozens of the top-flight business and 
professional men in the ten countries 
visited and found little evidence of ani- 
mosity toward us. On the contrary, 
they were very friendly and extremely 
anxious that we understand some of 
their problems. In some instances, they 
were not entirely happy over some of 
our policies—but admitted that our 
position in world affairs was perplex- 
ing and complicated. 

Let’s try to understand them and 
work with them. I believe they will 
meet us more than half way and prove 
to be loyal and valuable friends. 





OFF-STREET PARKING WILL NOT SAVE A DYING SHOPPING AREA 


Many a retailer has looked at his 
diminishing receipts and decided that 
if only off-street parking were avail- 
able for his customers all of his prob- 
lems would be solved. His store is 
located in an old “established” shopping 
area where he has done a good business 
for years. He is within a comparatively 
few feet of an important transfer corner 
on main transportation lines. While his 
business continues to decline, the new 
modern shopping centers some distance 
away are prospering. If only there 
were off-street parking! 
Because his livelihood 
stake he had better check to see 
whether or not his wishful thinking is 
really dreaming. Shopping habits have 


may be at 
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By 


John D. McGillis, Director 
Municipal Parking Authority 
City of Detroit 


changed to quite a degree. However, 
while the automobile has come into 
use more and more as the means of 
conveyance from the home to the store, 
an off-street parking space, on its own, 
will not bring a single customer to the 
merchant. Even in the new shopping 
centers, with their acres of free park- 
ing, it is not the parking which is the 
first attraction to the buyer. The 
shopper is interested in the merchan- 
dise, in the merchandising, in the price, 
in opportunity to make comparisons 
and in several factors which are placed 
before parking. All things being equal, 
the business area with convenient park- 
ing facilities will outdraw the area 
without parking. But close examina- 


tion will usually reveal that the aver- 
age man or woman does not discontinue 
shopping in a given neighborhood or 
store only because of the inconvenience 
connected with lack of parking. He 
or she learns of a new store which is 
bright and attractive, which is well 
lighted, where the values of the goods 
offered for sale are more attractive, 
where the clerks are pleasant, the serv- 
ice is good, etc., etc. After trying it 
once or twice, the trips to the “old 
neighborhood” become more infrequent. 

The City of Detroit has established 
off-street parking lots in a number of 
its major shopping districts outside of 
the Central Business District as a part 
of a thriving Automobile Parking Sys- 
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tem. Briefly told, some of the experi- 
ences may be of value to the merchant 
who would like to believe that all of 
his troubles can be related to the lack 
of parking. 


Case History #1 


A 360-car parking lot was established 
in a neighborhood shopping district 
with comparatively new stores. The 
district is recognized for its alert and 
aggressive merchandisers and for its 
cleanliness and attractiveness. Despite 
the fact that it is within the orbit 
of one of the world’s most successful 
suburban shopping centers, this district 
has held it own and has continued to 
prosper. The use of the parking lot has 
increased each year with an annual 
average occupancy in excess of 200,000 
cars. The fee on the parking lot is 
10¢ for the first hour, 5¢ for each addi- 
tional hour. 


Case History +2 


A 125-car parking lot was constructed 
in one of the older and larger districts 
also noted for its aggressive merchan- 
dising, and where a minimum amount 
of off-street parking existed. Through 
the years property owners continuously 
and consistently modernized store 
fronts and interiors and maintained a 
highly competitive spirit. This district 
has had all the competition which must 
be met by a center of its type, has had 
to contend to an extent with the adjust- 
ments of a changing population, but 
has managed to maintain itself at quite 
a high level. Patronage on the parking 
lot has diminished approximately 10 
per cent from a peak reached three 
years ago. The fee on this parking lot 
has been 10¢ for the first hour and 5¢ 
for each additional hour. 


Case History #3 


A 260-car parking lot was established 
in an endeavor to stop the decline of 
an important secondary major business 
area. The attitude of many of the 
merchants and business property own- 
ers was defeatist and, while the an- 
nouncement of the coming of the park- 
ing lot was encouraging to several of 
them, quite a few with expiring leases 
were seeking new and more productive 
locations. During the twelve months 
between the announcement of the 
approval of the parking lot and its 
opening, several merchants moved out. 
Others were convinced that as soon 
as the parking lot was opened the 
vacant stores would be filled and the 
cash registers would be ringing again. 
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After all, they reasoned, the population 
which the area served was still there 
and the nearest of the new suburban 
shopping centers was six miles away. 
The parking lot was opened with much 
fanfare by the brave band of retailers 
who were either convinced or hopeful 
that the center would come back. But 
the shopping public stayed away in 
droves. After a year’s operation at 
a parking rate of 10¢ for the first hour 
and 5¢ for each additional hour the 
parking lot did not produce enough 
revenue to pay the salary of the at- 
tendant. A parking gate has been in- 
stalled and it is now possible to park on 
the lot for 10¢ for an unlimited period. 
This change has attracted the cars of a 
few of the merchants but has brought 
no additional customers. The future of 
the area is a big question mark. 


Case History #4 


One of the smaller secondary shop- 
ping areas, important enough to be 
listed as a major one under the City’s 
Master Plan of Land Use, had no off- 
street parking. Provisions were made 
to construct an off-street parking lot 
behind business frontage paralleling 
the main shopping street. Pending 
completion of the permanent facilities, 
it was possible to construct approxi- 
mately 110 off-street parking spaces 
immediately abutting the business es- 
tablishments, which spaces could be 
used without charge. The competition 
from the newer shopping centers has 
proved too much for this area. Many 
people who once shopped here are going 
elsewhere in spite of the free parking. 
Stores, including those with parking 
only 20 feet from their back doors, 
have become vacant. 


Parking But One Factor 


This report does not intend in any 
way to indicate that adequate parking 
is not a necessary adjunct of the retail 
business. Rather, it is believed that 
these case histories, selected from a 
number of experiences, emphasize what 
has previously been said. Parking is 
one of the factors necessary to the 
success of a retail business. However, 
it is only one factor and it is not by 
any means the most important factor. 
It is necessary to give attention to 
many things in order to maintain a 
retail shopping area in an attractive, 
healthy, prosperous condition. Before 
a property owner decides to invest in 
parking as a panacea, he would do well 
to keep in mind that “off-street parking 
will not save a dying shopping area”. 


Orders for publications reviewed are to be 
addressed to publisher in each case 
and not to URBAN LAND. 


Retail Trade. Department of Planning, 
City of Baltimore, December 1957. 
96 pp., illus., charts, tables. 


Specific proposals concerning retail 
trade are difficult to evaluate without 
basic data about trade area, shopping 
habits, and sales volume. In Baltimore 
by reason of this study there is a basis 
for evaluating proposals for a new 
shopping center or an extension of an 
older district. Even though the study 
is exploratory in nature, it does fur- 
nish information about retail aspects 
of land use and gives something tan- 
gible on which to base planning and 
zoning decisions. The format of the 
report is worth noting. 


Subdivision Improvement Costs: Who 
Pays for What. A summary of existing 
practices. Tennessee State Planning 
Commission, Nashville, January 1958. 
100 pp., mimeo., tables. $1.00. 

Despite differences in approaches to 

the problem, this survey adds another 
compilation to the few studies about 
subdivision practices. Other surveys 
have been made by Urban Land In- 
stitute (Technical Bulletin No. 27), 
University of North Carolina, League 
of Virginia Municipalities, and Univer- 
sity of Connecticut. These surveys 
show most cities have subdivision regu- 
lations. The majority, however, do 
not have land acquisition policies for 
parks, playgrounds and schools. Most 
cities require the developer to install 
and pay for improvements in residen- 
tial subdivisions. Cities that share in 
paying land improvement costs gen- 
erally do so only for water and sewer 
installations. The Tennessee survey 
substantiates in large degree the find- 
ings of Urban Land Institute’s earlier 
study. 
The Text of a Model Zoning Ordinance, 
with Commentary. Fred H. Bair, Jr. 
and Ernest R. Bartley. Public Admin- 
istration Clearing Service of the Uni- 
versity of Florida, Gainesville. 1958. 
84 pp. Single copies free. 

Here is a document that is intended 
to make it easier for small towns to 
institute a zoning ordinance or to im- 
prove or amend their existing ordi- 
nance. The text is an effort to stand- 
ardize the parts of a zoning ordinance 
which can be standardized. But with 
the authors’ commentaries it tells how 
the community can be free to pattern 
its regulations and zoning map to its 
own needs and requirements. Fre- 
quently the mistake is made of adopt- 
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ing standard phraseology without fit- 
ting the language to the community’s 
structure. This book will be helpful 
to towns and larger cities as well. 


Planning and Community Appearance. 
Edited by Henry Fagin and Robert C. 
Weinberg. Regional Plan Association, 
Inc., 205 E. 42nd Street, New York 17, 
N.Y. 1958. 160 pp., illus. $3.50; $2.50 
per copy for 10 or more copies. 

Urban ugliness is appalling. As our 
communities grow, discord and monot- 
ony are fast replacing quality and 
beauty. Yet here and there people 
are looking critically at what they see 
in their city surroundings. Until re- 
cently courts frowned on direct legal 
concern with esthetics. In 1954 a 
Supreme Court ruling produced the 
first inkling of controls for community 
appearance. Now a group of New York 
City architects and planners have pro- 
duced a book that breaks ground for 
the control of community appearance. 
Their study shows that American cities 
and towns can achieve better visual 
appearance within constitutional safe- 
guards. 

The authors propose creation of a 
“community design plan.” Essen- 
tially the plan provides for incentives 
in careful project planning. There 
would be different esthetic controls for 
(a) areas to be protected because of 
historic, architectural or scenic charac- 
ter; (b) unbuilt areas still to be devel- 
oped or areas to be substantially rede- 
veloped and thereby given new esthetic 
character; and (c) areas already devel- 
oped in which structures, streets and 
open spaces are to be retained. Once 
adopted after public hearings, the plan 
would be administered by a community 
design review board appointed by the 
governing body. The book also con- 
tains a comprehensive review of exist- 
ing esthetic regulations, evolving legal 
concepts, and excerpts from existing 
legislation and court decisions. 


1957-1958 Aircraft Year Book. Ameri- 
can Aviation Publications, Inc., 1001 
Vermont Ave., N.W., Washington 5, 
D.C. 1958. 432 pp., illus. $6.00 


Few of us can identify planes, en- 
gines, and missiles currently in pro- 
duction. Nor do we know much about 
the aviation industry itself. The air- 
craft industry, like others has its official 
year book. This is it—full of pictures, 
events, and a chronology of American 
aviation history. Also included is a 
survey of aviation activities in the Air 
Force, Army, Navy, other government 
departments and agencies, civil aviation 
and the operating airlines. 
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Federal Activities Helpful to Com- 
munities. U.S. Dept. of Commerce, 
Office of Area Development. Available 
from: U.S. Govt. Printing Office, Wash- 
ington 25, D.C., or field offices of U.S. 
Dept of Commerce. 1958. 34 pp. 20¢. 


This booklet briefly explains the tech- 
nical and financial assistance available 
to communities through 45 Federal 
activities. It provides a guide in deter- 
mining what programs can be of help 
to communities for local improvement 
or for diversifying and expanding their 
local economies. 

It is a handy reference for use in 
locating the proper Federal Agency 
having jurisdiction over specific prob- 
lems. 


Pisa in the Early Renaissance; A Study 
of Urban Growth. David Herlihy. Yale 
University Press, New Haven, Connecti- 
cut. 1958. 229 pp. $4.50. 

While on a Fullbright scholarship, 
the author collected data for this book 
on the Pisan economic history in the 
13th and 14th centuries. The central 
theme is the vast migration from the 
countryside to the city during this 
period, the factors of urbanization form 
the underlying theme. 

This historical study of the balanced 
pattern of growth for Pisa, Italy, 
should be interesting to those seeking 
to broaden their background knowledge 
of past urban growth problems. 


Urban Planning and Municipal Public 
Policy. Donald H. Webster. Harper 
& Brothers, 49 East 33rd Street, New 
York 16, New York. 1958. 572 pp., 
$8.00. 

This is another of the recent books 
which are rapidly closing the gaps be- 
tween urban planning and other muni- 
cipal problems. It is a good com- 
pendium of materials for reference use, 
but the author’s conclusions are open 
to question in many cases. For instance, 
the proposed organization of the plan- 
ning department in relation to the 
overall city structure is questionable 
and confusing as to legislative and ex- 
ecutive responsibility. 

The book is divided into four major 
parts: Governmental Framework of 
Planning; Subject Matter of Planning; 
The Means of Plan Implementation, 
and The Future of Planning. The third 
part is the most interesting and useful 
in that it pulls together a lot of sources 
and gives the leading zoning trends. 

This is basically an elementary text 
book and therefore has little practical 
value to the experienced planner with 
regard to its basic planning features 
(to which it is primarily keyed). How- 
ever, it should be a good reference to 


students of planning, architecture, rea] 
estate and public administration in 
survey courses on the subject of plan- 
ning and municipal policy. 


75 Housing Areas—A Housing Market 
Analysis: Annual Summary, 1957. Di- 
vision of Housing Market Research, 
Housing Securities Inc., 250 Park Ave- 
nue, New York. 36 pp., charts, tables, 
$9.00. 


A third annual summary of indices 
to business conditions, home building, 
mortgage activity, population and fam- 
ily growth for 75 principal metropolitan 
areas is now available. This market 
activity analysis is for the years 1955 
and 1956. This market summary has 
become a valuable reference work use- 
ful to manufacturers, builders and in- 
vestors. The 75 housing markets 
analyzed indicate growth and intensity 
within the area and comparisons with 
national housing activity. 


Industrial Zoning Principles and Prac- 
tices. Wisconsin Division of Industrial 
Development, State Capitol, Madison, 
Wisconsin. 1957. 42 pp., maps, tables, 
illustrations. 


While much of the material in this 
booklet is centered around conditions 
and zoning practices in Wisconsin com- | 
munities, planners and industrial de- 
velopers in all parts of the country will 
find this publication both interesting 
and informative. The general theme 
is that “planning land sites for industry 
and properly zoning them is not a quick 
and sure-fire way of getting results, but 
is only part of a broad-scale community 
planning and improvement program 
which is certain to pay dividends in 
the long run, including attractive in- 
dustrial developments.” 

The bulletin is divided into several 
sections covering such topics as “Com- 
munity Attitudes,” “Authority for Zon- 
ing,” “Industrial Zoning Principles,” 
“How Much Industrial Land?,”’ and 
“Industrial Parks.’ Of particular in- 
terest is the final section of the report 
which describes a special type of zoning 
district, the Madison Industrial Park 
District. This district, created by an 
ordinance passed by the Madison City 
Council, is a highly restricted indus- 
trial zone established especially for 
planned industrial districts and is simi- 
lar to the special “shopping center” 
districts found in many cities. In addi- 
tion to representing an industrial zon- 
ing concept which is new to many 
people, the Madison ordinance is of 
considerable interest because many of | 
its restrictions are based on “per- 
formance standards,’ which are in- 
cluded in this report. 
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